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SBC Communications Inc.' appreciates the opportunity to comment on the
NARUC Separations Simulations Cost Study Tool (NARUC Tool). The scenarios built
into the currently, filed NARUC Tool are very restrictive; since they only evaluate
changes in the assignment of Internet usage and proposes a new treatment of loops for
ADSL services. SBC supports the broader USTA program for evaluation of separations
changes. The USTA program evaluates and provides results for all of the following

changes, which have already been proposed to the Joint Board:

e USTA Freeze proposal
e NARUC three year rolling average
e Estimate of effects of classifying Internet usage as interstate

e Estimate of the effects of changing the gross allocator for loop plant from 25% to
15% or SLU (Subscriber Line Usage) or 40% or 33 1/3%.

Any tool or program needs to be able to evaluate all of the changes that have

already been proposed to the Joint Board or FCC in this Docket. In its current form, the
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NARUC Tool does not provide a specific worksheet for an evaluation of the USTA
Freeze Proposal or even its “own three-year rolling average” proposal.

It is important to be able to evaluate a separations freeze, such as that proposed by
USTA and being reviewed by the State Members of the Joint Board, for several reasons.
First, the idea of a freeze of the separations process has been under consideration since
comments were filed in the Notice of Proposed Rulemaking in 1997. Second, the freeze
represents an important step in the eventual elimination of the separations process.
Rather than addressing changes to individual factors which, at least for price cap
companies, have little if any impact on a companies operations and on their service to
customers, a freeze would be a clear signal about the long-term goal of simplification of
the regulatory process, at least as far as separations is concerned. The freeze would be a
significant simplification of the existing process, while still maintaining consistency with
the overall jurisdictional allocation, particularly for those carriers electing the price cap
form of treatment. A freeze would, also remove the specter of separations from other
regulatory considerations, such as access reform and umiversal service. However, such a
momentous change should not be implemented without careful analysis. The USTA tool
can be used to perform that analysis; the NARUC tool makes no provision for a freeze
analysis.

Further, while SBC does not disagree with NARUC regarding the Internet, i.e.
that it is jurisdictionally interstate, it does disagree with the assumptions made in the
evaluation of ADSL and the combined Internet/ADSL scenario. The ADSL scenario
assigns all of the costs of ADSL-capable loops, these are assumed to be 30 % of the
current subscriber or common lines, to interstate which is inconsistent with the existing
tariffs of certain companies who have not assigned loop costs to ADSL. This assumption
essentially creates an implicit subsidy for the voice services using the message loop by

allocating all of the cost for the loop to ADSL and none to voice, seemingly contrary to
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actions already taken in the universal service docket regarding implicit subsidies.
Finally, since the provision of ADSL service is designed, at least in part, to move Internet
related traffic off the public switched network and on to the ADSL network, combining
Internet and ADSL without any changes in the underlying assumptions in removing at
least some of the Internet traffic from the switched network is incorrect.

SBC offers the following specific suggestions regarding the NARUC Tool. First,
it would facilitate the process of running the tool if the data required for input was
included. Since the NARUC Tool provides a summary of results for the ARMIS
companies, this data should be readily available and would increase the convenience of
using the model. The USTA Separations Reform Analysis Program does provide a copy
of the raw data for the ARMIS companies that is necessary to run the USTA Program.

In addition, the calculation of the separated amounts seems unnecessarily
complicated. Basing the calculations on a process that multiplies a usage factor times a
cost distribution (based on a comparison of "category cost" to the aggregated cost) times
an aggregated cost seems to include an extra step in the process, especially since there are
no changes made to the cost distribution. This extra step also makes it more complicated
to find the allocator used for the cost. The process could be simplified by eliminating the
step relating to the aggregated cost, since it is not changed in the process.

SBC looks forward to working with the Joint Board and the FCC in the further

evaluation and simplification of the separations rules for all Local Exchange Carriers.
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Respectfully Submitted

Alfred G. Richter,
Roger K. Toppins
Barbara R. Hunt
One Bell Plaza, Room 3026
Dallas, TX 75202
214-464-5170

Attorneys for SBC Communications Inc.
and its Subsidiaries

December 17, 1999
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PETER A ROHRBACH

LINDA L OLIVER

JULIE T BARTON

HOGAN & HARTSON

555 THIRTEENTH STREET NW
WASHINGTON DC 20004

RICHARD ASKOFF

ATTORNEY FOR NATIONAL EXCHANGE
CARRIER ASSOCIATION INC

100 SOUTH JEFFERSON ROAD

WHIPPANY NEW JERSEY 07891

MAUREEN A SCOTT
VERONICA A SMITH
JOHN F POVILAITIS

COUNSEL FOR THE PENNSYLVANIA
PUBLIC UTILITY COMMISSION

PO BOCX 3265
HARRISBURG PA 17055-3265

KALONA COOPERATIVE TELEPHONE CO
510 B AVE

P O BOX 1208

KALONA IOWA 52247-1208

JERRY L JAMES

VP GOVERNMENTAL AFFAIRS

LDDS METROMEDIA COMMUNICATIONS
8303 MOPAC EXPRESSWAY

SUITE 146-C

AUSTIN TEXAS 78759

JEFFREY F BECK

JILLISA BRONFMAN

BECK & ACKERMAN

ONE MARKET PLAZA

3950 SPEAR TOWER

SAN FRANCISCO CA 94105

STEVEN G SANDERS
CHATRMAN OF THE WESTERN ALLIANCE
NORTHERN ARKANSAS TEL CO INC
301 EAST MAIN STREET
FLIPPIN AR 72634

MARK SIEVERS

ATTORNEY FOR SPRING CORPORATION
8140 WARD PARKWAY

KANSAS CITY MO 64114



